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AUDITING STANDARDS BOARD (ASB) MEETING
January 12-15, 2009
San Antonio, TX
MEETING ATTENDANCE
ASB Members
Harold Monk, Chair
Ernie Baugh
Sheila Birch
Jacob Cohen
Walt Conn (1/12 and 1/13 only)
Tony Costantini
Charles Frasier
Nick Mastracchio
Andy Mintzer
Thomas Ratcliffe
Randy Roberts
Darrel Schubert
Tom Stemlar
Mark Taylor (1/12 —1/14 only)
Phil Wedemeyer
Art Winstead
Megan Zietsman
Absent
Jorge Milo (represented by Brian Richson)
Stephanie Westington
AICPA Staff
Ahava Goldman, Audit & Attest Standards
Chuck Landes, Audit & Attest Standards
Richard Miller, General Counsel & Trial Board
Hiram Hasty, Audit & Attest Standards
Linda Delahanty, Audit & Attest Standards
Linda Volkert, PCPS Technical Issues Committee
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Observers and Guests
Richard Adler, BDO Seidman LLP
Abe Akresh, Government Accountability Office
David Brumbeloe, KPMG LLP
Josh Burgdorf, KPMG LLP
Brian Croteau, PricewaterhouseCoopers LLP
Julie Anne Dilley, PricewaterhouseCoopers LLP
Robert Dohrer, McGladrey Pullen LLP (1/13-1/14)
Jeff Ellis, Securities and Exchange Commission
Diane Hardesty, Ernst & Young LLP
Susan Jones, Grant Thornton LLP (1/12 only)
Jason Keen, Deloitte & Touche LLP
Maria Manasses, Grant Thornton LLP
Dan Montgomery, Ernst & Young LLP (1/12 only)
Mindy Montgomery, Deloitte & Touche LLP
Tammy Mooney, Practitioners Publishing Company
Mark Nichols, Mayer Hoffman McCann P.C.
Doug Prawitt, Brigham Young University (1/13 by phone)
Brian Richson, PricewaterhouseCoopers LLP representing Jorge Milo (1/13-1/15 only)
Monica Tesi, KPMG LLP
Mr. Monk and Mr. Landes provided updates on matters relevant to the ASB.
AGENDA ITEMS PRESENTED AT MEETING
1.
Auditor’s Reports – 700 Series
Mr. Montgomery, Chair of the 700 Report Task Force, led a discussion of a proposed SAS,
Forming an Opinion and Reporting on Financial Statements. The draft of the proposed SAS
reflected the Task Force’s disposition of issues discussed with the ASB at its October 2008
meeting. The objectives for this meeting were to consider the matters raised by, and the
recommendations of, the Task Force, to discuss the revised draft document of the proposed
SAS, and to seek further direction from the ASB.
The ASB discussed the draft proposed SAS and directed the task force to:
 Add “as a whole” to the first sentence of paragraph 1 and remove the last part of
paragraph 1 relating to the auditor’s responsibilities regarding comparative information
because “as a whole” encompasses the comparative information.
 Switch the order of paragraphs 7 b and c because the expression of the auditor’s
opinion comes after the auditor’s procedures.
 Reconsider the deletion of the last sentence in paragraph 8(b) of the proposed SAS as it
relates to the proposed SAS for special reports.
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Make the definition of “fair presentation framework,” in paragraph 8(b) of the proposed
SAS, a separate definition or consider deleting the definition. It is out of context with
the deletion of the lead in sentence.
Consider defining “fair presentation” and consider the guidance in AU Section 411.
Consider revising the definition of “comparative financial statements” in paragraph
8(d) to more closely reflect the ISA definition and consider combining the definition
with comparative information.
Delete the definition of “continuing auditor” in paragraph 8(f) because it is not used in
the requirements section.
Delete paragraph 9 because it is already covered in the proposed SAS Overall
Objectives of the Independent Auditor and the Conduct of an Audit in Accordance With
Generally Accepted Auditing Standards.
Consider the use of the term “taken as a whole” as used in Rule 203 of the Code of
Professional Conduct of the AICPA [ET section 203.01]. The ISA uses “as a whole”.
Consider rewording paragraph 15 to better state the intent of this paragraph. The task
force may consider the guidance in AU section 411.
Consider rewording the guidance in paragraph 19 to better state the intent of the
paragraph.
Make the requirement in paragraph 20 more prominent. Remove the summary of Rule
203 of the Code of Professional Conduct to the extent that it is repetitive of the related
application material.
Consider adding the extant language into paragraph 22 to make it clear that the word
“independent” should be included in the title of the auditor’s report.
Switch or combine paragraphs 25 and 26 because the requirement should come first.
Consider using the ISA language in paragraph 32(a).
Add back in the requirements from ISA 700 paragraph 31(b) because the auditor’s
reports should include a discussion of the auditor’s responsibilities if it includes
management’s responsibilities.
Consider using the ISA language in paragraph 32(c) as the ASB felt this language may
be clearer. In addition, the ASB asked the Task Force to consider paragraph 32(c) in
relation to paragraph 14 and consider whether either or both paragraphs should
indicate that an audit includes assessing the reasonableness of significant estimates
made by management.
Consider using ISA language in paragraph 33
Reword paragraph 35 so that it is framework neutral. Consider using the ISA language
and provide guidance in application material for the government sector.
Consider including more of the extant guidance from AU 623.19-.21, including
reporting examples, in paragraph 39
Consider who should be signing the auditor’s report in paragraph 40
Consider deleting the end of the sentence in paragraph 41, which discusses what is
meant by “sufficient appropriate audit evidence”, and include a reference to the quality
control SAS where this requirement is discussed so as not to duplicate material existing
(or expected to be included) in another clarified SAS.
Change “recognized authority” to “management” in proposed SAS paragraph 41(b).
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Consider the extant wording related to proposed SAS paragraph 50(b) as the concept of
the “standard” report is missing.
Review the guidance in paragraph 53 and make it clear when the auditor needs to refer
to the exposure draft of a proposed SAS “Other Information” or the guidance in this
proposed SAS related to supplementary information presented with the financial
statements.
Remove “state and local” from paragraph A2 to make this guidance applicable to
federal governments as well.
Consider the applicability of paragraph A11 in the United States.
Consider removing the last sentence in paragraph A12
Consider whether the guidance in paragraph A22 is appropriately placed as certain
parts of it read as if they are requirements.
Revise the guidance in paragraph A26 for audits of nonissuers.
Consider whether the guidance in paragraph A29 is appropriate in the United States
and considering including the ISA example.
Consider related guidance in the AICPA Audit and Accounting Guide Not-for-Profit
Organizations as it relates to the guidance in paragraph A46 to determine if there is
any guidance related to summarized information that may be helpful to include in the
proposed SAS.
Consider whether the guidance in paragraph A48 related to written representations is
necessary and whether the last sentence should be changed to a requirement.

2.
Auditor’s Reports – Special Reports
Ms. Jones, Chair of the Special Reports Task Force, led a discussion of the proposed Statement
on Auditing Standards (SAS), Special Considerations – Audits of Financial Statements
Prepared in Accordance with Special Purpose Frameworks.
In reviewing the issues outlined in the discussion memorandum, the ASB directed the Task
Force as described below.
Issue 1 – Scope of AU Section 623
The ASB agreed that compliance with aspects of contractual agreements or regulatory
requirements related to audited financial statements is a derivative service of the financial
statement audit, and therefore, the guidance should reside in AU Section 508 (AU 508),
Reports on Audited Financial Statements.
The ASB also agreed that financial information presented in prescribed forms or schedules that
require a prescribed form of auditor’s report should remain in AU 623, as the ASB was unable
to come up with any examples of such reports that were not also based on special purpose
financial reporting frameworks.
Finally, the ASB agreed that specified elements, accounts, or items of a financial statement
should reside in a separate SAS (and separate AU section) equivalent to ISA 805.
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Issue 2 - Special Purpose Frameworks vs. OCBOA and Contractual Agreements
The ASB decided that the proposed SAS (Redrafted AU 623) will specifically apply to
financial statements prepared in accordance with a special purpose framework, which is either:


Tax basis of accounting



Cash basis of accounting



Regulatory basis of accounting



Contractual basis of accounting

The ASB decided to eliminate the definition of and use of the term OCBOA. As a result, there
is no “catchall” category of financial reporting frameworks that might meet the definition of
OCBOA, and therefore would be covered by this standard. If the financial reporting
framework is not one of the four frameworks listed above, this standard would not apply.
Issue 3 - Adequacy of Disclosure
The ASB agreed with including the proposed requirements and application guidance in
Redrafted AU 623, as outlined in the discussion memorandum, expanding on existing ISA
requirements related to the acceptability of the financial reporting framework, the description
of that framework, and fair presentation. The ASB further agreed to include an additional
requirement that the auditor should consider whether disclosures related to matters that are not
specifically identified on the face of the financial statements are necessary.
Issue 4 - Fair Presentation Frameworks and Compliance Frameworks
The ASB agreed that financial statements prepared in accordance with a cash- or tax-basis
framework are fair presentation frameworks. The ASB decided that whether a regulatory basis
of accounting or a contractual basis of accounting was a fair presentation framework depends
on the circumstances. The ASB asked the task force to provide guidance to help the auditor to
decide whether a regulatory- or contractual-basis of accounting is a fair presentation
framework.
With regard to “compliance frameworks,” because the term “compliance” has connotations
in the US that are not related to the use of the term in the ISAs, the ASB requested that the
proposed SAS not use the term “compliance.”
It was noted that the AU 534 Task Force also needs to consider the need to provide
guidance on financial reporting frameworks that are not fair presentation frameworks,
because when reporting in another country, a US auditor may be faced with either a
framework that is a fair presentation framework or one that is not a fair presentation
framework.
Issue 5 - Language Alerting Users as to the Basis of Accounting
The ASB decided that:
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Regulatory- and contractual-basis accounting frameworks are based on criteria that are
not widely available or understood by potential users. Therefore, to make it clear to
users of the financial statements that these financial statements are not prepared in
accordance with generally accepted accounting principles, audit reports on financial
statements prepared in accordance with these frameworks should have two opinions:
(1) an opinion on whether the financial statements are prepared in accordance with the
regulatory- or contractual-based accounting framework, and (2) an adverse opinion
stating that the financial statements are not prepared in accordance with GAAP. The
ASB believes that this reporting is at least as rigorous as the reporting requirements in
the ISAs. The adverse opinion conveys the information in the Emphasis of Matter
paragraph required by ISA 800, and with more cogency.



Tax- and cash-basis accounting frameworks are based on criteria that are widely
understood by potential users. Therefore, the audit reports on financial statements
prepared in accordance with these frameworks would have one opinion on whether the
financial statements are prepared in accordance with the tax- or cash- basis of
accounting. The auditor’s report should also include an Emphasis of Matter paragraph
alerting users of the auditor’s report that the financial statements are prepared in
accordance with a cash- or tax- basis of accounting, which is a comprehensive basis of
accounting other than generally accepted accounting principles, and refer to the note to
the financial statements that describes that framework. The auditor shall include this
paragraph under an appropriate heading.
In most cases, tax- and cash-basis financial statements are not prepared with a “special
purpose” or “specific users” in mind. Accordingly, the ASB decided that it does not
make sense for the proposed SAS to include the language in ISA 800 alerting users to
the fact that the special purpose framework may not be suitable for another purpose,
since a primary purpose has not been established. This would be ISA-minus, and the
Board will consider addressing this matter with the IAASB.

Extant AU 623 has requirements to restrict the use of the report in cases of financial statements
prepared in accordance with regulatory- or contractual bases of accounting when the criteria do
not have substantial support, even though the criteria are definite. The ASB does not believe
that that such a report restriction needs to be required by Redrafted AU 623 given the new
requirement to issue an adverse opinion on the financial statements’ compliance with GAAP.
However, the proposed SAS should acknowledge that the auditor may restrict the use or
distribution of the auditor’s report.
Issue 6 – Interpretations
The Task Force was directed to determine the appropriate placement in the body of AICPA
literature for each of the interpretations (body of the standard, or appropriate industry audit and
accounting guide). The task force was directed to discuss this matter and coordinate with the
AICPA expert panels on Insurance, Not for Profits, and Real Estate.
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Other Matters
The ASB discussed incomplete presentations that are otherwise in conformity with GAAP or
OCBOA – questioning under which standard they would fall. The Task Force will consider the
question.
The proposed SAS will be revised according to the ASB’s instructions and will be discussed at
the April 2009 meeting.
3.
Audit Sampling
Mr. Dohrer, chair of the Audit Sampling Task Force (the Task Force) led a discussion of the
proposed SAS, Audit Sampling. The objective of the presentation was to move to ballot the
exposure draft of this standard. The draft of the proposed SAS reflected the Task Force’s
disposition of issues discussed with the ASB at its October meeting.
The ASB discussed the following:
Definition of audit sampling (paragraph 5(a)). At the October meeting, the Task Force
recommended amending the definition of audit sampling in the ISA definition to reflect the
notion that each sampling unit selected should have an equal chance of being selected. The
Task Force’s view is that the ISA definition was too imprecise to be meaningful. The ASB
expressed concern about the Task Force’s recommendation because the revised definition
would have the effect of excluding from audit sampling several methods currently used in
practice, e.g., monetary unit sampling. The ASB directed the Task Force to look further into
the issue. In responding to the ASB’s direction, the Task Force solicited the views of firm
experts. The Task Force concluded that the definition would be improved if the definition a)
focuses on conclusions about the population and b) includes the fundamental concept of
representativeness. As a result, the definition as set out in ISA 530 was amended to capture
these two concepts. The requirement in paragraph 8 of the proposed SAS was also amended to
reflect the revised definition of audit. After discussion, the ASB agreed with the Task Force’s
recommendation, but directed the Task Force to move some of the content of the proposed
definition to the application guidance.
Definition of haphazard selection (paragraph 5(b)). The ASB agree with the inclusion of a
definition of haphazard selection be added to the proposed standard because the term is used in
the standard and its use is prevalent in audit practice.
Definition of statistical sampling (paragraph 5(g)). The definition of statistical sampling
describes the two approaches to sampling. The ASB decided to include additional application
guidance to illustrate random sampling techniques. A member expressed concern that block
sampling was not included. After discussion, the ASB decided not to include in the proposed
standard block sampling as a technique because selection techniques are addressed in the Audit
Sampling Audit Guide. A reference to exhibit was added in paragraph A-5.

Page 7 of 14

Anomalies (paragraph A24) At the October meeting, the ASB decided to delete the requirement
in paragraph 13 of ISA 530, which addresses the issue of anomalies. The ASB decided to
provide application guidance to explain anomalies.
Exhibit A - The ASB decided to delete the Appendices of the ISA because the application
guidance contained therein is addressed by the Audit Sampling Audit Guide. The ASB decided
to include an exhibit outlining the content of the Audit Guide.
After the discussion, a motion to move to ballot the redrafted Audit Sampling was
unanimously approved by the ASB. (Subsequent to the vote, a member dissented to the
issuance of the exposure draft primarily because the member believes that paragraph A5 and
A17 should include block sampling as a selection technique in non statistical sampling). The
comment period will end May 29, 2009.
4.
Subsequent Events
Ms. Birch, Chair of the Subsequent Events Task Force, led a discussion of the proposed
Statement on Auditing Standards (SAS), Subsequent Events.
In reviewing the issues outlined in the discussion memorandum, the ASB agreed, in principle,
with the views of the Task Force relating to report reissuances. However, the ASB concluded
that a conforming amendment to Statement on Auditing Standards, Audit Documentation,
(Redrafted) was not necessary.
The ASB directed the Task Force to:





Include, in paragraph 4, an additional objective related to a predecessor auditor’s
responsibilities when reissuing the auditor’s report on previously issued financial
statements of a prior period.
Eliminate the definition, in paragraph 5, of the date the auditor’s report and financial
statements are issued, because the applicable financial reporting framework may define the
financial statement issuance date. In addition, since generally accepted auditing standards
define the report release date, the ASB believed the definition could cause confusion with
respect to the release versus the issuance of the auditor’s report. In this regard, the
application guidance also needs to be amended to (a) modify paragraph A4, (b) delete
paragraph A5, and (c) refer to “made available to third parties” and “audited financial
statements being issued” throughout.
Delete the definition, in paragraph 5, of date of approval of the financial statements, as the
ASB does not believe it is necessary to the application of the proposed SAS and because the
term will be defined in [proposed] SAS, “Forming an Opinion and Reporting on Financial
Statements,” when AU section 508, “Reports on Audited Financial Statements,” is
redrafted for clarity and convergence with ISA 700 (Redrafted), “Forming an Opinion and
Reporting on Financial Statements.” The ASB also requested that the related requirement
to date the new report no earlier than the date of approval of the amended financial
statements also be deleted, as the requirements for dating the report will also be addressed
in AU section 508.
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Separately define, in paragraph 5, subsequent events and subsequent facts and modify the
requirements and application guidance accordingly.
When management amends the financial statements after the date of the auditor’s report
but prior to the report release date, eliminate the concept of a “new” auditor’s report, in
paragraph 10, as the auditor’s report has not yet been provided to the entity. In this regard,
also eliminate the difference between new and amended reports throughout the proposed
SAS. This is an unnecessary distinction that will not be well understood.
Clarify, in paragraphs 14 and 15, that the auditor’s evaluation of management’s steps to
ensure that anyone in receipt of the previously issued financial statements is informed of
the situation should include whether such steps are timely and appropriate and that the
financial statements should not be relied upon.
Delete the requirement, in paragraph 14(e), to include in the new or amended auditor’s
report an Emphasis of Matter paragraph or Other Matter(s) paragraph referring to a note to
the financial statements that more extensively discusses the reason for the amendment of
the previously issued financial statements and to the earlier report provided by the auditor
in situations where the financial statements are amended after the financial statements have
been issued. The proposed SAS should not include such a requirement, as the requirements
relating to consistency matters are expected to be included in [proposed] SAS, “Forming an
Opinion and Reporting on Financial Statements,” when AU section 420, “Consistency of
Application of Generally Accepted Accounting Principles,” is redrafted in accordance with
the clarity drafting conventions. Paragraph 14(e) of the proposed SAS should address
extant requirements, which are not in the ISA, when the opinion on the amended financial
statements is different from the opinion previously expressed. Accordingly, the
requirement in paragraph 17 referring to paragraphs 68 and 69 of AU Section 508 should
be moved to paragraph 14.
Clarify the auditor’s responsibilities in paragraph 15 when management does not amend the
financial statements after the report release date. Item (c) is confusing and should be
clarified within items (a) and (b).
Eliminate the concept of “consenting to the reuse of” the auditor’s report in paragraph 16
and throughout the proposed SAS.
Clarify the predecessor auditor’s reporting responsibilities, in paragraph 17, when the
predecessor auditor will report on financial statements prior to amendment. Specifically,
clarify the impact on the introductory and opinion paragraphs and the difference between
when the financial statements are corrected for a misstatement or otherwise amended to
retrospectively apply a change in accounting.
Add specific guidance referring to the additional requirements in Governmental Auditing
Standards.
Delete paragraphs A2, A15, A21, A22, A27 and A31, as they are not applicable in our
jurisdiction.
Move the last bullet of paragraph A20 as the first bullet.
Condense paragraph A29 as it is repetitive with paragraph A1.
Make certain editorial changes.

The proposed SAS will be revised according to the ASB’s instructions. A conference call will
be scheduled to determine whether the ASB can vote to ballot to expose the proposed SAS or
whether to further discuss the proposed SAS at the April 2009 meeting.
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5.

Group Audits

Mr. Dohrer, chair of the Group Audits Task Force, led the ASB in a discussion of the issues
raised in the agenda material and of the proposed SAS, Audits of Group Financial Statements
(Including the Work of Component Auditors). Mr. Fogarty provided the history of ISA 600 and
summarized the IAASB’s thinking behind their decisions.
Mr. Dohrer noted that, in accordance with the direction previously provided by the ASB, the
proposed SAS diverges from the ISA in permitting divided responsibility. This is premised on
the ASB’s belief that there is no difference in the effectiveness of the audit in either approach
when the audits are conducted in accordance with generally accepted auditing standards.
The ASB raised the following issues and directed the task force as follows:
 Is there a need to spell out concept that group auditor is a person not the firm?
 Is it clear that the SAS is predicated upon auditor involvement, not audit coverage?
 Consider drafting the SAS in terms of involvement when dividing responsibility.
 Is the structure of the SAS, with a separate section of requirements when not dividing
responsibility, appropriate? Consider putting requirements where they fall in ISA order and
have an appendix that lists which do not apply when dividing.
 Par. 8 - Is the objective appropriately drafted to cover divided responsibility?
o (b) Should this refer to “making reference” or “taking responsibility”?
o (c) What is the purpose of this communication and is the meaning of “as
appropriate in the circumstances” clear and appropriate wording for an
objective?
o (e) Is the term “appropriately” clear? Is this subparagraph necessary or is it
encompassed in 8(b)?
 Par. 9 – In the definition of group engagement partner, retain ISA language regarding joint
auditors.
 Par. 9 – The definition of component auditor would require the auditor to be involved in
the audit of all components audited by another auditor. Revise.
 Par. 9 – Component materiality – retain ISA wording that this is set by the group
engagement team, for purposes of the group audit.
 Par. 11 – Add wording that even if the auditor is dividing responsibility the auditor is still
responsible for the audit opinion.
 Par. 13 – Revert to ISA paragraph, and add a paragraph addressing whether the auditor is
comfortable accepting the engagement based on how much responsibility is being divided.
Consider application material that makes it clear that the lower the coverage provided by
the group auditor’s audit, the higher the group auditor’s involvement in the component
auditor’s work.
 Par. 17 – Insert “and approve” after “review”
 Par 20 (a) - Are revisions needed in the case of divided responsibility?
 Par 20 (b) – Add reference to Peer Review to application material for this paragraph
 Par. 20 (c) – Change to concepts in extant AU 543 .10-2.
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Par. 23 – Consider whether there needs to be a reference to the auditing standards used by
the other auditor (i.e. GAAS, ISAs).
Par 24 – Consider modifying the report to describe what the group auditor did, not just
what portion the other auditor audited, and changing the word “covered” to “audited”.
Par. 29 – The ASB discussed whether not requiring an audit of individually financially
significant components was ISA minus, and whether an intra/inter-office report could be
issued in lieu of the auditor’s report. Note that if no auditor’s report is issued then
responsibility cannot be divided. The ASB concluded that, once the definition of
component materiality is revised to make clear it is applicable to the group financial
statements, the proposed SAS should be consistent with the ISA.
Par. 29 and 31 – Consider whether “an audit of financial statements” subsumes “an audit of
one or more account balances, classes of transactions or disclosures”, and therefore the
lead-in of “one or more of the following” is misplaced for a given component.
Par 32 – Move to paragraph 43 if this is only required when taking full responsibility.
However, the ASB discussed (i) whether the auditor has an obligation to communicate
significant risks to the component auditor, and (2) the implications on dividing
responsibility when the group engagement partner performs further audit procedures, and
the implications on reporting “what the auditor has done” in that situation (auditor
performed further audit procedures and wants to make reference).
Par 41 – This paragraph illustrates the problem with the definition of component auditor;
need to be able to scope this paragraph out when there is a component auditor that the
group engagement team is not requesting to do any work, or when dividing responsibility.
Par 41 (c) – Clarify who identified these significant risks.
Par 41 Clarify how this would apply when the component audit has already been
completed.
Par 43 (a) – This defines component materiality (as an amount lower than group
materiality) but due to structure of SAS, comes after the first use of component materiality
(in par. 29 and 31). Consider placement when considering structure of SAS.
Par. 43 (f) (ii) – Consider whether the auditor is required by the risk assessment standards
to obtain information about uncorrected misstatements even when dividing responsibility.
Par 42-50 – Clarify that these apply in all circumstances
Par 46 – Add application material addressing what sufficient appropriate audit evidence is
when dividing responsibility.
Consider the use of “financial statements of a component” versus “financial information of
a component”.
Structure of proposed SAS – the ASB appeared to favor an approach that starts with the
requirements for all audits, then the requirements for taking full responsibility and the
requirements for when dividing responsibility. There was no disagreement from the ASB
regarding the assignment of requirements to the two options in the draft SAS.

The task force will consider the issues raised and bring a revised draft to the ASB in April.
6.

Quality Control

Mr. Brumbeloe, chair of the Quality Control Task Force, led a discussion of the proposed SAS,
Quality Control for an Audit of Financial Statements, and of the proposed Statement on
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Quality Control Standards (SQCS), A Firm’s System of Quality Control. The proposed SQCS
is a redrafting of SQCS No. 7 for clarity; SQCS 7 was drafted in convergence with ISQC1.
Proposed SAS
The ASB discussed the issues and the proposed SAS. The ASB agreed with the approach taken
in the proposed SAS with respect to the date by which the engagement quality control review
is required to be completed. The ASB directed the task force to consider the following issues:




Whether the guidance in paragraph A6 is clear and would apply to all firms, or if additional
language addressing situations where these systems are not available is needed.
All references to specialists, when the proposed SAS on specialists is brought to the ASB
for consideration.
Whether the guidance in paragraph A11 broadens the definition of the engagement team.

The ASB directed the Task Force to make the following changes:











Use ISQC1 definitions of Engagement partner, Engagement quality control
review, Partner, Personnel, and Qualified external person.
Change to definition of network and network firm to incorporate the Code of
Conduct definition by reference and change application material accordingly.
Add relevant ethical standards to definition of professional standards.
Revise footnote 4 so as not to use the word “should”.
Delete “complex, unusual”; retain “unfamiliar” in paragraph 18.
Revise application material relating to considerations for governmental entities
to be more applicable to the United States.
In paragraphs A15 and A16, revise to be consistent with ISQC1 language.
Make various editorial changes to be more consistent with ISQC1 language.
Delete “before the date of the auditor’s report” in paragraph A24.
Add application material relating to auditor’s independence based on ISA
paragraph 21.

Proposed SQCS
The ASB directed the Task Force to consider the following issues:
 Whether reasonable assurance should be applied to each individual element or only to the
system as a whole.
 Whether to put in guidance regarding the familiarity threat.
 Whether to replace the word “require” in the phrase “policies and procedures should
require” (paragraphs 18, 22, 27, 39, 46, 54, and 57)
 Whether to require an inspection of one engagement for each engagement partner on a
cyclical basis. The application material in paragraph A76 states that inspections may
include one engagement for each engagement partner over a three-year period.
 Whether to continue to allow self-inspection, and if so, whether to include additional
application material.
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The ASB directed the Task Force to make the following changes:
 Make editorial changes to be consistent with definition of accounting and
auditing practice in paragraph 4.
 Delete the definition of date of report as the term is not used in the standard
 Use ISQC1 definitions of Engagement partner, Engagement quality control
review, Partner, Personnel, and Qualified external person.
 Change to definition of network and network firm to incorporate the Code of
Conduct definition by reference and change application material accordingly.
 Add relevant ethical standards to definition of professional standards.
 Revise footnote 4 so as not to use the word “should”.
 Delete “complex, unusual”; retain “unfamiliar” in paragraph 18.
 In application material relating to considerations for governmental entities,
revise to make more applicable to the United States.
 Make various editorial changes to be more consistent with ISA 220 language.
 Delete “complex, unusual”; retain “unfamiliar” in paragraph 36.
 Revise application material relating to considerations for governmental entities
to be more applicable to the United States.
 Delete bullet in paragraph A72, which is not in ISQC1, that is repetitive of
requirement in par. 56.
7.
Estimates/Fair Values
Ms. Zietsman, chair of the Accounting Estimates Task Force (the Task Force), led the
discussion of a proposed SAS, Auditing Accounting Estimates, Including Fair Value
Accounting Estimates and Related Disclosures. The objective of the presentation was to
discuss a draft document with the ASB and solicit their input.
The following are the highlights of the major issues discussed.
Non Monetary Items
Ms. Zietsman explained that paragraph 7(a) defines an accounting estimate as an
approximation of a monetary amount in the absence of a precise means of measurement. The
definition does not encompass non-monetary estimates such as oil and gas disclosures. The
ASB agreed with the Task Force that the definition in the proposed SAS is appropriate and that
non monetary estimates are outside the scope of this standard. The ASB discussed non
monetary disclosures in the government arena such as infrastructure disclosure, which are not
auditable, and concluded that such topics would be better addressed in the Required
Supplementary Information standard. The ASB also expressed reluctance about the term “non
monetary” because this term is commonly used in connection with the exchange of non
monetary assets.
Neutrality of Framework
Ms. Zietsman explained that the ISAs are written to be framework neutral while the SASs have
been historically linked to U.S. Generally Accepted Accounting Principles. The ASB has
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directed that the redrafted SASs be framework neutral in recognition of the fact that there are
other applicable financial accounting frameworks in use in the U.S. However, the Task Force
recommended that an appendix be included to provide specific guidance to practitioners in the
U.S. environment on selected topics. Examples of these topics are the definition of a point
estimate in SFAS No. 5 or discussion of the fair value hierarchy in SFAS No. 157. After
discussion, the ASB concluded that no appendix was necessary. The ASB directed the Task
Force to look at the Practice Aid on Alternative Investment to see if there is content that could
be written into the standard. In addition, the ASB noted that in a couple of paragraphs, there is
content that appears to be U.S-centric.
Auditing Derivatives
Ms. Zietsman explained that the Task Force discussed whether AU section 332, Auditing
Derivative Instruments, Hedging Activities and Investments in Securities, should be combined
with the proposed SAS. The Task Force noted that many of the requirements within the extant
SAS appear to be redundant or very similar to requirements that are in the risk assessment
standards or elsewhere, just rephrased in the context of this subject matter. As a result, the
Task Force proposed that AU section 332 be rescinded because substantially all of the
requirements are covered elsewhere in the auditing standards and the application guidance can
be addressed in Audit Guide. The ASB agreed with this proposal.
ASB TIC Liaison Meeting
The ASB met with the PCPS Technical Issues Committee (TIC) on matters of mutual interest.
Agenda items included TIC’s views on various aspects of the Clarity of the ASB’s Standards
Project. TIC monitors and comments on technical developments that could significantly affect
local and regional CPA firms and their clients.
The meeting adjourned at 12:40pm.
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